BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2005-125-G

IN RE:
Piedmont Natural Gas )
Company's Application of the ) SETTLEMENT AGREEMENT
Natural Gas Rate Stabilization Act )
To its Rates and Charges. )

This Settlement Agreement is made by and among the Office of Regulatory Staff of
South Carolina (“ORS”), South Carolina Energy Users Committee (“SCEUC”), and Piedmont
Natural Gas Company, Inc. ("PNG") (collectively referred to as the “Parties” or sometimes
individually as a “Party”).

WHEREAS, by Public Service Commission of South Carolina (“Commission”) Order
Nos. 2005-491, dated September 28, 2005, and 2005-567, dated October 13, 2005, the
Commission established a baseline for PNG under the Natural Gas Rate Stabilization Act (the
“Act”) and approved certain accounting adjustments proposed by ORS and PNG;

WHEREAS, pursuant to S.C. Code Ann. § 58-5-455 (Supp. 2007), PNG filed its
Quarterly Monitoring Report and Proposed Rate Changes with the Commission on June 15, 2008
for the review period consisting of April 1, 2007 through March 31, 2008 (“Review Period™);

WHEREAS, the Report of ORS’ examination of PNG’s Monitoring Report for the
Twelve-Month Period Ending March 31, 2008, pursuant to the Act, was filed with the

Commission on September 2, 2008;



WHEREAS, the Parties to this Settlement Agreement are the only parties of record in the
above-captioned docket.

WHEREAS, the Parties have engaged in discussions to determine if a settlement of this
proceeding would be in their best interest;

WHEREAS, following those discussions the Parties have each determined that their
interests, and ORS has determined that the public interest, would be best served by settling the
above-captioned case under the terms and conditions set forth below:

1.  PNG will implement rates for the twelve-month period beginning with the first
billing cycle of November 2008 calculated on the basis of an 11.2% ROE.

2. The Parties agree that the following are the only attachments to this Settlement
Agreement: Schedule 1 (Net Operating Income and Rate of Return); Schedule 2 (Explanations
of Accounting and Pro Forma Adjustments); and Schedule 3 (Average Weighted Cost of
Capital).

3. The Parties agree that PNG will adopt the accounting adjustments of ORS as set
forth in Schedule 2 as attached to this Settlement Agreement.

4. The Parties agree that, based upon the accounting adjustments proposed by ORS
and adopted by PNG, and the agreement of PNG to implement rates based on an 11.2% ROE,
South Carolina ratepayers will realize a reduction in current margin rates totaling ($1,530,000).

5. The Parties agree to an adjustment for Demand Cost Under-Recovery of
$3,352,717.

6.  The Parties agree to cooperate in good faith with one another in recommending to
the Commission that this Settlement Agreement be accepted and approved by the Commission as

a fair, reasonable and full resolution of the above-captioned proceeding. The Parties agree to use



reasonable efforts to defend and support any Commission order issued approving this Settlement
Agreement and the terms and conditions contained herein.

7.  The Parties agree that by signing this Settlement Agreement, it will not constrain,
inhibit or impair their arguments or positions in future proceedings. Should the Commission
decline to approve the agreement in its entirety, then any Party desiring to do so may withdraw
from the Settlement Agreement without penalty.

8.  This Settlement Agreement shall be interpreted according to South Carolina law.

9.  Each Party acknowledges its consent and agreement to this Settlement Agreement
by authorizing its counsel to affix his or her signature to this document where indicated below.
Counsel’s signature represents his or her representation that his or her client has authorized the
execution of the agreement. Facsimile signatures and e-mail signatures shall be as effective as
original signatures to bind any party. This document may be signed in counterparts, with the
various signature pages combined with the body of the document constituting an original and

provable copy of this Settlement Agreement.

September 2, 2008

[SIGNATURE PAGES FOLLOW]



WE AGREE:

Representing and binding the Office of Regulatory Staff

vy
Jeffrey M?NelsbxﬂEsquire

/

Shannen B. Hugson, Esquire

Offie¢ of Regulatory Staff

1441 Main Street, Suite 300

Columbia, SC 29201

Phone: (803) 737-0823

Fax: (803) 737-0895

Email: jnelson@regstaff.sc.gov
shudson@regstaff.sc.gov




WE AGREE:

Representing and binding Piedmont Natural Gas Company, Inc.

SN s

James H\ Jeffries, IV, E’s’qN‘\e
Moore & Van Allen, PLLC

100 North Tryon Street, Ste. 4700
Charlotte, NC 28202

Phone: 704-331-1079

Fax: 704-339-5879

Email: jimjeffries@mvalaw.com




09/02/2008 14:29 FAX 803 771 8010 ELLIOTT AND ELLIOTT

WE AGREE

Representing an ding the South Carolina Energy Users Committee

7

Scott Elliott, Esquire
Elliott & Eljott. P.A,

721 Olive Street
Columbia, SC 29205

Phone: (803) 771-0555
Fax: (803) 771-8010

Email: selliott@elliottlaw. us

@002



%02 L1

%EEB

PRE'BLZ8LE S

Toiggar
BY5 60'9E
890°691 ¥
0

Liy'vBEL
0LL6PO'LE
LYELL'Y

£81°4ve'LET

(BEEZZLBEL)

ZIS'GLY'LLE §

%98°01

%PL6

veY'62Z'812 % (€8pPLEC’L)  § Z96'919BLE S
91998 91 99€

BYS 610’08 6PS'BY0OF
890°6al 'y 890681y

0 0

LLIE'p6E L (L1 {165'9Z1) §00°'1254
0LL'6PD'IT 0LL'BP0'LE
v9ELL'Y LYELL'Y
£8L4VI'LEZ (zegoLL L) G10'864'267

{69€ Z4LBEL)
$ POPOEGTLE 8

(88e'ZLL'B6EL
ZIGBLYLIE S (0L (26801 L)

PESOLEDE $ ] $ (z69'cvB)  § LSZWIELZ & va0Erz'L § iRiL00zE %
PECT60L (21) Tz80°C) LBFBLL {(8) 961 SB9G01
149222 149'222 119772
(BEE'wL) {BEE'PL) (B} rEE {£29'%1}
{s8t'oct) (cer osL) (v ogt)
2DE'EBL0Z o {o19°ge6) LI6'LZLNE PEEPEL L £66'989'61
¥80'GI6 vOZ LLLESE'S (06£'165} 1S£°E02°202 SOP'050'51 Z6Z'ES | 48L
(ros'8g) {r0.78G) (yargs)
0LL'608 ¢ (91) (Sot'50s) SLLGLR 2 (2) ZL9'e50°L E0SL9L'Y
ZRO'Z0L L {s1) (o00'9L) ZRG'QsLL (9) veo'ioZ BY0'LLB
GOL'B50'9 {12) vR9'SL (Pl (261°¢) 245°060° (6} vi6'929 [2e0R-24-4
GZ9'0968 L GZ9'09R L L (F} 1Lvozy PELVES LL
197720862 (0Z) 9619 (g1} (B2E'2) B6E'P0L 6T (gl lzve'grs) LP4 2200
656'E82'BFL (6L} LERORE'E ZZL'E56'Gvl (Z) 9 Oov'ClL 999'26P'ZEL
LBEBYL S22 L4258 (00C°0ES™ L) LY GZE 22 66£'GBZ'91L GiZ 0V 20Z
GEL'AQO' L G9L'800"L 0 8L B00L

90z’ ovi'veZ  § (RL) £i2'2Z5E'C

$ (2} (ooo'oss'L 8

Bar'2Le'zzz § (1) 66E'582'9L

vy

[H AN 07

SOIEY AIBADIDY-iDPUM ASEBIIA palsnlpy Sy SIUGLISNIPY $y00H
pasodoid 1800 purwac] 10} uibaepy SHO RWIOY Oig PUR AoeinBiay
184y BI0] siuawsnipy pasodaid oy Bujunonoy lad

sluauSNDY 5S40
(9} (s} §2] () (e} (1)

| #NpaYy3s 1LaWE{ag

5-GZ1-6002 "ON 181000
800C 'LE YDIBIN PBPUT SYUOW BAjam | By 04
LMoy 0 ey pue awooul Bunessdn joN
SUDINEIACC BUIOIED YINOG
Aurdn07) SBO [PIMEN RICUWPSIY

KRB Uo Linjey

umay 6 aey

SBXE | 8W0dU| PaLBJB(] PEIE|NLNDOY
susodag] sieweisng
SaDURADY SI2WOISND
Janpag
jenden Bunuopp uysen
soyddng pue sieuaiepy
55246044 U QoA UCIIONIISUOD
PoY
BIIAIBS U) JUBl4 19N

uonepaIdar] PAlBINWNIY
B0IMBG UL JUB)4

"BETE OIEY 1500 [BUIBID

Urnyjey 10j swosUt bunesady 198

YIMOID) 10wW018nsy

uonaNASUOD Buung pasn SpuUN 4 JO} SOUBMO|Y

WNHWB)et UORAWAPaY 1GA(] j0 UCHEZIIOWY
SUSOH(] SITWOISNT) UG ISAIBIY|

SUPBID XB | JUSWISAAY| JO LoNeZILowWY
SBXE) BWOIU]| [BJOpGS

SaxXE| BLICOU| B1B)G

SOXE | [BJIUB

vanenaudag

SOUEBUIILIEY PUE SUOHEIEDD

SED) JO 1507

Sasuadx3 bujjesadd

sanusapy Buneisd( |BJo

sanuaray Bunesadg Jayin
SED) |G UON2UOdSUR ) puR Dieg
SenuaAay BOITERd0

214

L2
57
5¢
124

£e
[44
|14

0z

61
gl

P

9l
Gl
i
£l
¢t



Settiement Schedule 2
Piedmont Natural Gas Company
South Carolina Operations
Explanations of Accounting and Pro Forma Adjustments
Twelve Months Ended March 31, 2008
Docket No. 2005-125-G

Line Per Per
No. Description Piedmont ORS
1 Operating Revenues - Sale and Transportation of Gas
Te increase revenues on a going-leve! basis. % 16285399 $ 16,285.399
Total Operating Revenues - Sale and Transportation of Gas $§ 16285399 $§ 16,285,399
2 Cost of Gas
Ta increase cost of gas on a going-level basis. $ _13.460,456 3 13,460,456
Total Cost of Gas 5 13,460,456 % 13,460,456
3 Operations and Maintenance Expenses
a.

To annualize the payroll expense as of March 31, 2008 and to disallow officer
salary increases in conformance with PSC Order No. 2002-761, dated
November 1, 2002. $ (373,143) & (373,143)

b. Toincrease expenses for the salary and payroll investment plan. The plan
allows participants to defer a portion of their base salary and the Company
matches a portion of the participant's contribution. 55,254 28.472

¢, Adjustment 3 c¢. not used by Company.
d.  To adjust pension costs included in the filing. (462,945) (462.945)
€. To adjust uncollectible gas cost expense ulilizing the method recently

approved in Docket No. 2006-4-G, Order No. 2006-527. dated Qctober 11,

2006. This removes uncellectible gas cost expense from base rates and
records the amount in account #253.04. The applicable uncollectible gas cost

rate is . 18482%. {78,401) (186.841)
f.  To decrease expenses for allocations 10 non-utility aclivities. (26,086) (26,124)
g. Toincrease expenses for the Long-Term Incentive Plan. 318,194 319,692
h. T adjust expenses for the Short-Term Incentive Plan. 6,691 (85,129)
i. To decrease expenses for the MVP Incentive Plan. (23,594) (23.594)

Page 10of 5



Piedmont Natural Gas Company
South Carolina Operations

Explanations of Accounting and Pro Forma Adjustments

Twelve Months Ended March 31, 2008
Docket No. 2005-125-G

Settlement Schedule 2

Line
No.

Description

To increase expenses for group insurance as projected.
To increase expenses for the Piedmont Town Center lease.
To decrease expenses for the South Carolina assessment fee.

To decrease expenses for items that are nonallowable for ratemaking
purposes.

To increase expenses for amortization of early retirement incentive.
To increase expenses for iT projects
To decrease expenses for nonallowable consulting fees

Total Operations and Maintenance Expense

Depreciation Expense

To increase depreciation expense cn a going-level basis using recently
completed depreciation study rates

Total Depreciation Expense

General Taxes

To increase properly taxes on a geing-level basis.

To adjust payroli tax expense.

To increase franchise taxes (rate of .3%) and gross receipts tax (rate of
.16779%) for the adjustment made 1o increase revenues on a going-levei

basis.

Total General Taxes

State Income Taxes

To adjust state income taxes {rate of 5%) to reflect the impact on income of
accounting and pro ferma adjustments.

Total State Income Taxes

Page 2 of 5

Per Per
Piedmont ORS
101,900 101,900
3,505 3,505
(8,660) {(7.338)
{137 .655) (137.,655)
149,759 151,230
55,917 55,917
0 (76.189)
{419,264) § (718,242}
491,751 § 426,431
491,751 % 426,431
643,372 § 643,372
(92,824 (92,979)
0 76,181
550,548 % 626,574
190,975 % 201,634
190,975 % 201,634




Settlement Schedule 2
Piedmont Natural Gas Company
South Carolina Operations
Explanations of Accounting and Pro Forma Adjustments
Twelve Months Ended March 31, 2008
Docket Ne. 2005-125-G

Line Per Per
No. Description Piedmont ORS
7 Federal Income Taxes

To adjust federal income taxes (rate of 35%) Lo reflect the impact on income

of accounting and pro forma adjustments. $ 982,727 § 1,053,612
Total Federal Income Taxes % 982,727 § 1,053,612
8 Amortization of Debt Redemption Premium

To increase net operating income for amortization of debt redemption

premium. 5 334 5 334
Total Amortization of Debt Redemption Premium $ 334 % 334
9 Customer Growth

To increase nel operaling income 1o reflect anticipated customer growth (rate

of 542%) foliowing the adjustments to operafing revenues and expenses. $ 5551 § 7.796
Total Customer Growth 3 5551 § 7,796
10 Plant in Service

To adjust plant in service to reflect the appropriate South Carolina allocation

percentages 3 0 % (1.110,892)
Total Plant in Service $ C $ (1,110,882}
11 Cash Working Capital

To decrease cash working capital foltowing the pro forma adjusiments to
cperation and maintenance expenses (rate of 12.5%) as reflected in the

Original Filing. $ (52,408) % (126,591)
Total Cash Working Capital S (52,408) $ {126,591)
12 Operating Revenues - Sale and Transportation of Gas

To adjust revenues from the sale and transperiation of gas for the proposed
margin decrease. ORS has recalculated this adjustment utilizing all ORS
adjustments (c operating revenues. § 1953502 $ (1,530,000

Total Operating Revenues - Sale and Transportation of Gas $ 1853502 $§ (1,530,000}

Page 3of 5



Piedmont Natural Gas Company
South Carolina Operations
Explanations of Accounting and Pro Forma Adjustments
Twelve Months Ended March 31, 2008
Docket No. 2005-125-G

Settlement Schedule 2

Line
No.

13

14

15

16

17

18

Description

Operations and Maintenance Expenses

To adjust the provision for uncolieclibie accounts ( 18482%) for the proposed
margin decrease

To increase the utifity license fee (rate of .3%) following the adjustment to
operating revenues

Total Operations and Maintenance Expenses
General Taxes

Te adjust franchise taxes (rate of .3%) and gross receipts tax (rate of
.18779%) for the proposed margin decrease.

Total General Taxes

State Income Taxes

To adjust state income taxes (rate of 5%) to reflect the impact on income
from the proposed margin decrease.

Total State Income Taxes

Federal Income Taxes

To adjust federal income taxes (rate of 35%) to reflect the impact on income
from the proposed margin decrease.

Total Federal Income Taxes

Customer Growth

To adjust net operating income 1o reflect anticipated customer growth (rate of
54%} following the proposed margin decrease.

Total Customer Growth

Operating Revenues - Sale and Transportation of Gas

To increase the revenue requirement for the sale and transportation of gas
associated with demand cost under-recovery.

Total Operating Revenues - Sale and Transportation of Gas

Page 4 of 5

Per Per
Piedmont ORS
4,563 {2.828)
5,847 0
10,410 {2,828)
0 {(7.157)
0 (7.157)
97,155 (76.000)
97.155 (76,000)
645 849 (505,405)
645,849 (505,405)
€.480 {5,087)
6,480 (5,087)
$3.348.587 3,362,717
$3,348,587 3,352,717




Settlement Schedule 2
Piedmont Natural Gas Company
South Carolina Operations
Explanations of Accounting and Pre Forma Adjustments
Tweive Months Ended March 31, 2008
Docket No. 2005-125-G

Line Per Per
No. Description Piedmont ORS
18 Cost of Gas

To increase cost of gas for the demand cost under-recovery using a demand
cost allocation factor of 16 16%, based upon the most recent design day

study. $ $3,330837 $ 3,330,837
Total Cost of Gas % $3,330,837 $ 3,330,837
20 Operations and Maintenance Expenses

a  Toincrease the provision for uncollectible accounts (rate of .18482%)
following the adjustment to revenues for demand cost under-recovery. 3 7.781 § 6.196

b.  Toincrease the franchise taxes (rate of .3%) following the adjustments to

revenues for demand cost under-recovery 8,969 0
Total Operations and Maintenance Expenses 3 17,750 & 6,196
21 General Taxes

To increase the franchise taxes (rate of .3%) and gross receipts tax {rate of
.16779%) for the adjustment made to revenues for demand cost under-
recovery. 3 0§ 15,684

Total General Taxes 3 0% 15,684

Page 50of 5
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BEFORE
THE PUBLIC SERVICE COMMISSION OF
SOUTH CAROLINA

DOCKET NO. 2005-125-G

IN RE:

Piedmont Natural Gas Company, Inc.’s
Application Of the Natural Gas Rate
Stabilization Act to its Rates and Charges

CERTIFICATE OF
SERVICE

R N T W e

This is to certify that I, Pamela J. McMullan, an employee with the Office of
Regulatory Staff, have this date served one (1) copy of the SETTLEMENT
AGREEMENT in the above-referenced matter to the person(s) named below by causing
said copy to be deposited in the United States Postal Service, first class postage prepaid
and affixed thereto, and addressed as shown below:

James H. Jeffries, IV
Piedmont Natural Gas Company
100 North Tryon Street, Ste 4700

Charlotte, NC 28202

Scott Elliott
Elliott & Elliott, P.A.

721 Olive Street
Columbia, SC 29205

S\N

Pamela J. McMuttan

September 2, 2008
Columbia, South Carolina



